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Attention: Ms. Gina Spade, Deputy Division Chief )
)

Zapata County Independent SchooI District
Zapata, Texas

REQUEST FOR REVIEW OF DECISION OF THE UNIVERSAL SERVICE
ADMINISTRATION COMPANY, SCHOOLS AND LIBRARIES DIVISION BY

ZAPATA COUNTY INDEPENDENT SCHOOL DISTRICT, OR IN
THE ALTERNATIVE, REQUEST FOR A WAIVER OF SECTION 54.404(a)

OF THE COMMISSION'S RULES

Funding Year: 8 (July I, 2005 to June 30, 2006)
Billed Entity Name: Zapata County Independent School District
Billed Entity No.: 141503
Billed Entity FCC Registration No.: 0012731899
Form 471 No.: 484065
Funding Request Numbers: 1348633, 1348407, 1348466, 1348542, 1348578, 1348605,
1348638, 1348663.

I. Introduction and Summary
Zapata County Independent School District ("Zapata CISD"), and in accordance with Sections
54.719(c) and 54.722 of the Commission's Rules, appeals a decision of the Universal Service
Administrative Company ("USAC"), Schools and Libraries Division (the "SLD"). Specifically,
Zapata CISD appeals or alternatively, requests a waiver of the USAC decision issued November
12, 2009 and November 15, 2009, respectively (EXHIBIT A), in which it affirmed a previous
determination that the district's Form 471 filed with respect to its procurement of services did
not comply with state and/or local competitive bidding guidelines and did not get board approval
for the Internal Connections services, therefore, should not have been funded.

The undersigned is the Chief Financial Officer ("CFO") for Zapata County Independent School
District ("Zapata CISD") located at 17th and Carla, Zapata, Texas 78076, a Texas school district
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which is an applicant under the Universal Service Support Mechanism ("E-Rate Program" or
"Program") for the Schools and Libraries Division Support Mechanism ("SLD"), commonly
known as the E-Rate program. This request comes before the Commission in a timely manner
from the Administrator decision letter.

"After a thorough investigation. it has been determined that this funding commitment must be rescinded in
full. During the course ofthe audit it was determined that the applicant (ailed to comply with the FCCs
competitive bidding requirements. The applicant did not advertise in the local paper when and where
submi/led bids would be received and opened. Nor did the applicant get board approval fOr the Internal
Connections services. According to the FCCs competitive bidding requirements, Applicants are required
to follow state and local procurement requirements. Since the Applicant failed to comply with the
procurement requirements, the commitment has been rescinded in full and USAC will seek recovery ofany
disbursedfundsfrom the Applicant."

During an attestation audit conducted in April, 2009 (Exhibit B), Ernst & Young found that
Zapata CISD did not publish their notice of intent to purchase in the local newspaper. Zapata
CISD respectfully submits that because of special circumstances, the newspaper advertisement
was not placed in the local newspaper. Zapata County is a very small town with a population of
5,390 according to the July 2007 statistical publication with a newspaper circulation that is also
very small. Two dominant special circumstances occurred that led to this oversight ofpublishing
in the local newspaper: 1) during this filing process, the district Coordinator ofTechnology, Mr.
Gilbert Flores, was on active duty in Iraq serving his country. This made the application process
especially difficult since the person left in charge, Mr. Jorge Montes, was not given ample time
to learn and familiarize himself with the E-Rate program rules. Realizing the difficulty at hand
and the lack of knowledge Mr. Montes had, they ultimately contracted with an outside consulting
service, relying on their expertise to handle all of the E-Rate processes and follow the program
rules, which led to 2) the second special circumstance: a consulting service that was not familiar
with the district or the state purchasing requirements as it turned out. We submit that the intent
of the competitive bidding requirements were followed and we request an appeal of the decision
to recover all funding for this FRN.

Secondly, the attestation audit also found that Zapata CISD did not get board approval for the
Internal Connection services. Zapata CISD respectfully disagrees with this finding and has
included board minutes in which the approval for all purchases was made (Exhibit C). The date
of the board approval was on February 18,2005 and the FCC Form 471 (484065) was file and
certified on February 18,2005. Both special circumstances listed above are the direct result for
the board approval letters not being found during the audit. We contend that had these two
circumstances not been in effect, neither of the findings would have occurred.

For the reasons outlined in this document, Zapata CISD believes it has complied with the intent
of its obligations to follow all program rules to the best of their ability given the situation present
at the time pursuant to both 47 C.F.R. § 54.504(a). When Zapata CISD found themselves without
their Technology Coordinator because he was serving his country, they took steps to make sure
all program rules were followed. Unfortunately, the consulting service as it turns out, was not
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capable of handling this process. The SLD's decision in this case would cause Zapata CISD to be
required to reimburse USAC for over $1,253,400.00 which would cause undue hardship on the
District. Such a result is contrary to the intent of the Telecommunications Act and is a wholly
inequitable result. As such, the SLD's determination of November 12,2010 and November 15,
2010 should be reversed by the Commission. In the alternative, Zapata CISD seeks a waiver of
the Commission's rules to allow Zapata CISD to retain the funding it received. In this case,
granting a waiver would avoid the inequitable result of forcing the District to reimburse the SLD
despite the fact that Zapata CISD made every effort to comply with the Commission's rules and
state and/or local requirements.

Sequence of Events and Background:
The C.F.R requires that all eligible schools seek competitive bids pursuant to 47 C.F.R. § 54.404
for all services eligible for support under §§ 54.502 and 54.503, which include Internal
Connection services. According to the C.F.R., "[t]hese competitive bid requirements apply in
addition to state and local competitive bid requirements and are not intended to preempt such
state or local requirements." Id., § 54.404(a). The eligible school is required to post a Form 470
to the USAC Administrator (the "Administrator") which is then posted by USAC on its website
seeking bids for the services at issue. Id., § 54.404(b). Among other requirements, the District is
required to review and evaluate the bids and accept the bid that is the most cost-effective but
only after the Form 470 has been posted for at least 28 days. Id. Subsequently, an eligible school
"shall, upon signing a contract for eligible services, submit a completed FCC Form 471 to the
Administrator." 47 C.F.R. § 54.404(c). The "Form 471 shall be signed by the person authorized
to order telecommunications and other supported services for the eligible school, library, or
consortium and shall include that person's certification under oath" that, among other things,
"[t]he entities listed on the FCC Form 471 application have complied with all applicable state
and local laws regarding procurement of services for which support is being sought." 47 C.F.R. §
54.404(c)(vi). The certification corresponds with 47 C.F.R. § 54.404(a) statement that the
competitive bid requirements apply in addition to state and/or local competitive bid
requirements.

Zapata CISD is an eligible school district which seeks discounts for eligible services pursuant to
47 C.F.R. § 54.504. Pursuant to this regulation, Zapata filed Form 470 (495060000534896) for
Internal Connection services on 01/14/2005. After waiting more than 28 days, as required by 47
C.F.R. § 54.504 "before making [a] commitment with the selected providers of services," Zapata
CISD received a total of two (2) bids. An evaluation of the 2 bids was concluded with one
vendor, Integrity Communications (SPIN 146025872) being selected as the most cost effective
vendor based on E-Rate program rules. On February 18,2005, the Zapata CISD Board of
Trustees approved the award to Integrity Communications. On 02/18/2005, Zapata CISD filed
Form 471 pursuant to 47 C.F.R. § 54.504(c) certifying that it had a signed contract and that it had
complied with all state and local laws regarding the purchase of these services.
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On April 27, 2006 the SLD sent its Funding Commitment Decision Letter ("FCDL") regarding
these services. The services, which consisted of Internal Connection services, were then
implemented.

REQUEST FOR A WAIVER
In the event that the Commission does not grant Zapata CISD's appeal, the District requests, in
the alternative, pursuant to Section 1.3 of the Commission's Rules, that the Commission grant a
waiver of its rules to permit Zapata CISD to qualify under the Telecommunications Act. 47
C.F.R § 1.3. For the reasons detailed below, Zapata CISD believes such a waiver is equitable and
consistent with the Act as well as prior Commission waivers relating to the filing of FCC Forms
470 and 471.

Section 1.3 provides that the Commission may waive its rules "ifgood cause therefore is
shown." 47 C.F.R § 1.3. Generally, a waiver is appropriate if "special circumstances warrant
deviation from the general rule and such deviation will serve the public interest." Northeast
Cellular Telephone Co. v. FCC, 897 F.2d 1164 (D.C. Cir. 1990);

"6. Generally, the Commission's rules may be waived/or good cause shown. The Commission
may exercise its discretion to waive a rule where the particular facts make strict compliance
inconsistent with the public interest. In addition, the Commission may take into account
considerations ofhardship, equity, or more effective implementation ofoverall policy on an
individual basis. Waiver ofthe Commission's rules is therefore appropriate only ifspecial
circumstances warrant a deviation from the general rule, and such a deviation will serve the
public interest. ..

See also WAfT Radio v. FCC, 418 F.2d 1153, 1159 (D.C. Cir. 1969);

"The Commission may waive its rules for good cause shown'. To obtain a waiver a/the
Commission's rules, a waiver proponent must demonstrate either that: (i) the underlying purpose
ofthe rule(s) would not be served or would be frustrated by application to the present case, and
that a grant ofthe waiver would be in the public interest; or (Ii) in view ofunique or unusual
factual circumstances ofthe instant case, application ofthe rule(s) would be inequitable, unduly
burdensome, or contrary to the public interest, or the applicant has no reasonable alternative. An
entity seeking a waiver faces a high hurdle and must plead with particularity the facts and
circumstances that warrant a waiver, "

A waiver is appropriate here because Zapata CISD complied to the best of their ability with the
requirements of the Telecommunications Act and with state and local bidding requirements. In
the event the Commission does not agree with the District that it complied with the letter and
intent of 47 C.F.R. § 54.404(a), it should waive these rules and reverse the SLD's determination
ofNovember 12,2010 and November 15,2010.

There is no evidence in the record that Zapata CISD engaged in activity intended to defraud or
abuse the E-Rate program. Denying its requests for funding would create undue hardship, not
serve the public interest, and prevent it from receiving E-Rate funding for work already
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perfonned by Integrity Communications for services that are being used the District's classrooms
in compliance with program rules. Accordingly, we feel good cause exists to grant Zawtta CISD
a waiver of section 54.504(a) of the Commission's rules. Additionally, Zapata CISD has put an
Internal Control Plan (lCP) into place to keep such occurrences from ever occurring again. This
ICP is an internal document that was developed as a result of the Ernst and Young audit that
clearly sets forth strategies for all aspects of the E-Rate process with recognizable status,
timelines, person responsible, and evidence of action within the document. Clearly, Zapata
CISD has met the recommendations that were outcomes of this audit and subsequent report that
was filed. We find this a 'best practices' type of document that will be utilized within the district
for all future E-Rate activities.

CONCLUSION
Zapata CISD respectfully requests that the Commission reverse the SLD's detennination of
November 12,2010 in which it affinned a previous detennination that Zapata CISD's Fonn 471
filed with respect to its procurement ofInternal Connection services did not comply with TEA
procurement policies, and, therefore, should not have been funded. In the alternative, Zapata
CISD seeks a waiver as described herein, to allow Zapata CISD to retain the funding it received
pursuant to the Funding Commitment Letter issued by the SLD on April 27, 2006.

Respectfully submitted,

~ JIe (L /Yl"t,
auraAMcCoy

Chief Financial Officer
Zapata County Independent School District

Enclosures:
ExhibitA_COMAD_Letters.pdf
ExhibitB_E&Y_AuditReportOfDct5_2009.pdf
ExhibitC_BOTApprovalOfContract.pdf
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Schools and Libraries Division

Pmndtng 1'.-z 2005: .JlIJ.y 1, 2005 - ".. 30, 2001

November 15, 2010
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OUr routine review of Schoo13 and Libraries Program (Prcgraml fundin~ commitments
ha. revealed certain .pplic.~lona where funds were committed in viol'tlon of
Proqr.. rules.

In order to be sure that no funds are used in violation of Program rules, the
~nivers.l Service Adminiatrative Company fOSAC) must now adjaat your overall
funding eca.itment. The purpose of 'this lett.er i. to make the required
adjus~nts to your fundin; cam.dtaent, and to qive you an opportunity to appeal
t~is decision. USAC ha, determined the applicant i~ re~ponsible for all or ~ome

of :he Violations. Th.refore, the applicant 1s responsible to repay all or some
of the funds disbursed in error (if any) .

T~is is NO! a bill. I~ recovery of discursed funds ia required, the next step in
the recovery proce.s is for USAC to issue you a Demand Payment Letter. The
balance ot the debt ~ill be due within 30 days of that letter. Failure to pay the
Qeb~ within 30 days from the date of the DeMand P.~nt Letter could re3ult in
in~ere~t, late payment rees, administrative charges and ~leNentation of the "Red
Li9h~ R~l•. • The FCC's Red Light Rule requires Q$AC to dismiss pending FCC Fo~

471 applications it tn. entity re.ponsible for paying the ouestandinq debt has not
paid the debt, or otherwise ..de satistactory arrangements to pay the debt within
30 days of the notice provided by OSAC. For more information on the Red Light
Rule. pl••••••• ~Red Li9ht Frequently Aaked Questions (FAQ~JN posted on the FCC
website at http://vww.tcc.goY/debt_collectionlt~q.htDl.

o

S=hCC!8 and Lir~a~iea Divi'~~~ - C~~=es~cnde~~e ~~::

lG~ so;.J.-:~ Je~~~rso:'"_ "::)~j, P.o. S·:.x 9'::~, ·";hicoi!n~'. !~J :-~;~l

Vi~:t ~~ ~ .. li~- at: ~~~.u3~c.2r;/3:



TO APPEAL THIS DECISION:

You have ~h. option of filing an appeal with USAC or directly with the rederal
Cammunic.tio~ ComMission (FCC).

If you wi.h to appeal the Com.itment Adj~~tment Decision indicated in this
letter to OSAC your app.al must be received or postmarked vithin 60 d.y~ ot tbe
date of this letter. Failure to meet this requirement will r@sult in automatic
dis~s••l of your appeal. tn your letter ot appeal:

1. Incl~d. the name, address, telephone number, tax number, and email address
{if availablel for the person who can moat teadily discuss this appeal with us.

2. State outright that your letter is an appeal. Identify the date of the
Notification of Commi~nt Adjustment Letter ar.d the Funding Request Number(s)
(FaN) you are appealing_ Your letter of appeal must inciude the
·Si1led Entoty N....
·For.s 411 Applicatior. Number,
-ailled £n~i~y ~r, and
·rcc Re9i5~r.tion Number (FCC RN) f=om the tcp of your letter.

3. When explaining yeur appeal, copy the lanquaqe or t.x~ from the Notification
of ComDi~nt Adjua~t Letter that is the subject ot your appeal to allow USAC
to more readily understand your appeal and respond appropriately. Please keep
your l.~ter to the point, and provide documenta~ion to support your appeal. Be
sure to keep • copy of your entire appeal includinq any eorre.pondenee and
docum.ntation.

4. :f you are ar. applicant, pleaa. provide I copy of your a~al to the ~ervice

providerls) affected by USAC'. decision. It you are a service provider, ple••e
proyide a copy of your appeal to the applicant(.) affected by USAC's decision.

5. Provide a~ authorized siqnature en your letter of appeal.

To submit your appeal to u~ on paper, .end your appeal to:

Letter of Appeal
Schools and Libraries Division - Correspondence Onit
100 S. Jefferson Rd.
P. O. Box 902
Whippany. NJ 07981

For more information on submittinq an appeal to OSAC, please ~ee tne ~Appeals

Procedur.- posted on our website.

If yo~ viah to appeal • decision in this letter to ~he ~CC, you should reter to
CC Ooc~.t No. 02-6 on the first page ot your appeal ~o the FCC. Your appeal
mu3t be received by the FCC or pOstmarked within 60 days ot the date of ~hl~

l.t~er. Failure to meet this requirement will result in automatic dismi.~al of
your appeal. We .cronQly reconmend ehat you use the .l.ctron~c filing options
de.cribed in the ~Appe.ls Procedure- posted on our website. If you are
a~itting your appeal via United State. P03tal Service. send to: FCC, Office of
the Secretary, 445 12th Street SW, .ashlnqton, DC 20554.

1~/:S/2C:C
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On the poq•• followinq thi. i.tter, we ha.. provided a Funding Commitment
Adjua~nt Report (Report) for til. rom 471 application cit.d above. The
.nclo••~ Report include. the FundiDQ Reque.t wu-ber(s) from your application tor
which adjuatDant. are n.c••••ry. see tbe -Guide to USAC Letter Report." po.ted
at http://u••c.orf,al/toola/reference/iUide-nsac-letter-reports.aapx for more
1nfo~elon.QD ••ch of the fields in the Report. USAC 1. al.o .endinq this
into~tion to your service provider Is) for informational purposes. It USAC has
d.t.~ned the service provider is also responaible tor any rule v~olation on the
FRMfs), • -.parat. letter will be sent to the service provider detailing the
nece.sary ••rYlce provider action.

Note that it the Funds Disbursed to Oate amount is less than the Adj~sted Funding
Cam.ie-ent amount, OSAC will continue to proeeaa properly tiled invoice. up to
the Adj\ated Funding CCllDitment atllOunt. Review the Fundinq Ccmn.itm.e:lt Adju.tment
Explanation in the att.ached Report for an explanation of the reduction to the
cc.aitaent I.). Plea.. enaure t.hat any invoices that you or your service
provider(s) submits to USAC are conai.tent with Proqram rules as indicated in the
Fund1nq C.-;.e-nt AdjuatlMnt Explanation. If the Fund. Di.burs.d to cat. amoun:
u.ceed.l your Adjust.ed FUnding C~taent ut01.U1t, uSAC wi'::' have to recoVer some
or all of the disbursed f~. The Report explains the .xact amount (it a~yl ~he

applicant il r ••ponaible for repaying.

Schools and Libraries Division
Universal Services Administrative Compa~y

cc: Edwin Mickley IX
Inteqrity Communications

1:/:S/20lC
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Funding IIequest !lumber,
Services Ordered:

SPIN'

Service Provider Npe:

Contract Number:

Bi11in; Account Nu.ber:
Site Identifier,
Orig1nel i'uIld1n9 c.-J.tment,
CClIIOilaeIIt lldj W1t:l11ent AIIlount'

Adj~sted Funding Commitment,
Funds Oisbur3ed to Oate
~Jnda to be aecovered from Applicant:

1348663

IIlTEIINAL CONNECTIONS
143018~92

Integrity cc.mun1~at1ons

N/A

16~3823

141503
5122,158.11
5122,158.11

50.00

5631,996.34
5631,996.34

After. thorouqh investigation, it has .been determined ttat this tundinq
cQMM1~nt -ust be reacinded in full. Durin9 the course of the audit it was
d.~.~n.d that the applicant railed to ca.ply with the rcCs competitive bidding
r.qui~nts. The Applicant did not ad••rei•• 1n a local paper when and where
autaittecl bic:ls would be rec:eived and opened. Nor did the applicant get board
approval for the Intern.l Connectiona ••rvices. According to the Fees competitive
biddinq requirements, Applicants ar. required to follow state and local
procure..nt requirements. Since the Applican~ failed tc comply with the
competi~iv. bidding requirements, the comm1tment bas been relclnced in full and
USAC will seek recovery ot any disbursed funds trom the Bpplicant.
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Cur routine review of Schools and Librarie. ?roq:am I?roqr~} !undin; c~tment8
haa rev••lec c.rt.i~ applications where func. were c~tcec i~ v~ola~~o~ o~

Program r-:Jles.

In or~e: :0 be .~r. that no lunda are ~Ied in v~ola~ion 0: Froqram rule., the
Universal Service ~nistr.tiv. Company (USACI mus~ now Adj~t you: overall
f~dinw cem.i~.nt: The purpe•• of thia letter is to make the re~~ir.d

adj~s~r.t. to you~ tundlnq c~~nt, and to give y~ In oppo~tunity to appeal
thia cecision. USAC ha. detemined. the applicant is r ••ponsible :or ell or SOlU
0: the violations. Ther.:ore, the .pplicL~t is r.~pcnaib~e ~o repay all ~~ some
of :he f~nd. diabursed in e:ror (if any! .

This is NOT • bill. It recovery of disbursed f\L~s 13 re~~i:edl ~he ~ex~ step in
the recovery process is for USAC to issue you a Demend rayment Le~ter: the
belance of the ~eb~ will be due within 30 days of that let~er: Fai:ure to pay the
cekt vi~hir. 30 days frOD the a.~e ot the Demand f.ymen~ Le~~er co~lc r.sul~ in
interest, lAte payment tees, aaministrative charges and ~leme~tation of the "Rec
Light R~:e.· Th. FCC'3 Red Liqht Rule requirea USAC to cismiss pending FCC rc~

411 applica~ior.. it the entity r ••pcn$ib:e for payinq the out$t.ndi~g debt has net
p.id ~~e aebt, or otherwise made aat1sfactory arr.n~ementa tc pay the debt within
30 days of the notice provided by USAC. For more into~tior. e~ th~ Red L~;ht

~ul., pl••~•••e ~Red Li9ht Frequently ~ked Qu••t~ona (FAQs)~ pcs~.d or. the FCC
website at -:"tt,p: II~. tCC.90v/deb't_collection/tac;.h~.

S:hcols a~c :icra~:.! Divisi~:. - :~=~e!~=~d~~~~
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TO APPEAL THIS DECISION:

You have the option of tiling an appeal with OSAC or directly with the Federal
Communlc.ticns Ca.mission (tCC).

It you wish to appeal tha Commic.ant Adjusc.ant Decision indicated in this
letter to OSAC your appeal muat be received or postmarked within 60 days of the
date of this letter. Failure to meet this requirement will result in automatic
dismissal of your appeal. In your letter of appeal:

1. :nclude the name, address, telephone number, fax number, a~d email address
(if available) for the person who can most r.adily d~scu.s this appea: with us.

2. State outright that your letter is an appeal. Identify the date of the
Notification of Commi~nt Adjustment Latter and the Fundin; Request Number{8)
(FaN) you are appealing. Your letter ot appeal must include the
-Silled ~~tity Name,
-Form .,1 Application Number,
"Billed Entity Number, and
-FCC Registration Number (FCC RNJ fram the tOP of your letter.

3. When explAining your appeal, copy the language or text from the No~i!ication

of Cammitaenc Adjustment Letter that is the subjecc of your appeal to allow USAC
to more readily understand your appeal and re.pond appropriately. Please keep
your letter to the pcint, and prOVide documentation to support your appeal. ae
sure to keep a copy of your entire appeal inclUding any correspondence enQ
documentation.

4. It you are an applicant, ple.se provide a copy of yo~r appeal to the service
prov~deriS) affected by USAC', decision. If you are a service provider, ple•••
provide a copy ot your appe.l to the applicant(al affected by USAC', decision.

5. Provide an ~uthorized signAture on your letter of appeal.

To submit your appeal to UI on paper, send your appeal to:

letter of Appea:
Schools and Libraries Divi.ion - Corre.pcndence Unit
100 s. J~tt.rson Rd.
P. O. Box 902
Whippany, NJ 0:981

For more information on 'ubmitting an $ppe~l to CSAC, ple••• S6e ~he ~Appe.ls

Procedur.~ pos~ed on our websiLe.

If yo~ wish to appeal a decision in this letter to t~e FCC, you should refer to
C: Docket No. 02-6 on the firs~ page ot your appeal to the FCC. Your appeal
must be received £y the FCC or po.~rked within 60 days of the Qate of this
letter. Failure to meet this requirement will result in automatic dismissal of
your appeal. We stronqly recommend that you use the electronic filing options
aescribed in the -Appe.ls Procedure~ posted on our website. rr you are
~ubmittin; your appeal via United States Po,~al Service, send to: fCC, Oftice ot
~h. Secretary, 445 12th Street $W, W.shin9~on, DC 20554.
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FUNDING C:HlITMEIl':' ADJUSTHEIl1' REPORT

On the pave. following this letter, we have provided a ~~ndi~q Commitment
Adju.~t Report IReport) for tbe Form 4i1 application cited above. The
enclosed aeport include. the FUndinq Request Humber(s) from your application for
which adjuae.ents are n.c•••• ry. see the ~Guide to USAC Letter Reports· posted
at http://us.c.orq/sl/tool./~.f.r.nc./9ulde-usac-letter-reports.aspxtor more
info~tion on each of the tields in the Report. USAC is also sendinq this
in!c~tiQn to your service provider(s) tor infcrmational purposes. If USAC baa
det.~n.d the service provider is also responsible tor any rule viola~ion on the
FaNes), • separate letter wil~ be sent to the service provioe~ detailinq the
nece.sary service provider a~tion.

Note that if the~ Disbursed ~o Date amount is 1... than ~he Adjusteo Funding
Cammi~nt amount, USAC vill continue to process properly filed ~nvoices up to
the Adjuated Funding ea.mitmen~ amount. Review the Fundinq Commi~nt Adjustment
Explanation in ~e attached Report for an explanation of the r@duc~ion to the
commi~t(s}. Please ensure that any ir.voice3 tn.t you or ycur service
provider(.) subadts to USAC are consistent with Proqram r~l.s as indicated in the
Funding Ca.aUe.ent Adjustment Explanation. If the Fund~ Disbursed tc Date ~ount

exeeeda your Adjusted Fundi~ Comaitment amount, USAC will ha_e to recover ~ome

or all of the disbursed funds. The Report explains the exact amount :if ~nyl the
applicant is responsible for repaying.

S~hools and Libraries Division
Univer••l Services Administrative Company

cc: Edwin Mickley IX
Inteqrity Communications



-.. e:-1....t lldj.......t ",,-t for
_ 411 lIPPU-1:i- _, 414065

F"..mdinq Ileque.t. 'Nuaber:

Servic•• Ordered:
SPIN,

Service Provider Name:

Contract Number:

Billinq Account Number:
Slte Identitier:
Original Funding Commi~nt:

COlIIUt:-.nt AdjustMnt Amount:

Adjulted Fundinq Commitment:

Funds Oisbur.sed to De.te
~~da to be Recovered tram Applicant:

1348366

INTERIlAL CONNECT IONS

14301859.

Integrity Communi~atior.~

N/A

76538.3

141503

$50,578.C6

$50,518.06

$0.00

$35,40'.64
$35,.04.64

After e chorou9h investigation, it has be.n determined that this fundi~g

~omaitment muat be rescinded in fUll. Cur in; the course of the aucit it was
determined thAt the applicant failed to comply with the FCCa competitive bidding
requirements. The AppliCAnt did not 5dvertise in a local peper when and where
submitted bids would be received and opened. Nor did the applicant get board
approv.l for the Internal Connectio~s services. Accordin~ to the FeCs competitive
biddin9 tequirement., Applicants are required to fol:ow state and local
proc~rement requirements. Since the Applicant failed eo comply with the
~cmpetitive biddinq requirements, the commitment has been rescinded 14 full and
~SAC will seek recovery of any diloursea funds trom the applicant.

cf e



Funding Request Number:

Services Ordered:
SPIN:

Service Provider Name:
Contzact Number:

Billing Account ~umber:

Site Identifier:
Original Fundinq Commitment:
COIlIIIIitlMnt Mj l.lltment l\moWlt:

MjulUd F\mcIinq C.-.;.....nt:

Fundi Disbursed to Date
~Jnda to be Recovered fram Applic&n~:

1348578

INTERNAL CONNECTIONS
143C18592

Inteqri:y Communications
NfA

7653823

141503

567,201. 86

567,201.86

50.00

547,041.3C
547.041.30

After a ~horou;h investigation, it has been deter.nined th4t thi~ funding
commi~nt must be rescinded in full. During the course of the aUdit it was
deterDdned that the applicant failed tc comply with the FCCs competitive bidding
r.qulr...n~s. The Applicant did not advertise in a local paper when and where
submitted bids would be received and opened. Mor did the applicant qet board
appro.'l tor the Internal Connections ,service.. According to the FCC5 competitive
biddinq requir...nts, Applicants are requ~r.d to follow s~ate and loc~l

proc~r...nt requirements. Since the Applicant fAiled to comply with the
competitive bidding requirements, the commitment has been rescinded i~ f~11 and
uSAC will seek recovery o! any di$bursed lunda from the applicant.

l:.JJ.. 2/.20:' ::



f'Jnditl9 Ilequen 1I1ll1lber:
servic•• Ordered;
SPIN:

Service Provider Name:
Contract Number;

Bl11lng Account _lllIlber:
Site 14entifier:
Originel F'.mclitl9 CasibJuont:
Commir.ent Aclju.srment Amount:
Aclju.tecl ruoclinq Casitment;
Fund.s Disbursed :0 Date
Funds to be Recovered trc.. Applicant:

1348407
IIl'I'DUlAL COIQIECT I ONS

143018592

Integrity Communica~ions

N/A

7653823

H1503
$29,146.00

$29,146.00

SO.OO
S20.402.20
$20.402.20

After a thorouqh Inv••tiqatlon, it has been determined that thi5 t:U11dinq
cOlaitMftt II\llSt be r••cinded in full. During t.he course of the audit it was
cleteDa1Ded that the applicant failee! to ccaply with the rcc. competitive biclclinq
requirement.. The Applicant did not adverti,. in a local paper when and where
s~tted bids would be received and opened. Nor did the applicant qet board
approval for the Internel connections services. Accordinq to t~e FCCs competitive
biddinq requirements, Applicants are required to follow state and local
procuremen~ requirements. Since the Applicant failed to comply with the
competitive biddin; requir...nts, the commie.ent has been rescinded in full and
USAC will ~eek recovery ot any disbursed funds from the applicant.

::/1212::10



FundinV Request Number:

Service. Ordered:

SPIN,

Service Provider Name:

Contract Number:

aillin; Account Number:
Sit. Identifier:
Ori91n01 Fundin9~...nt'
Commitment Adju.~nt ~unt:

Adju5tecl Fundin9 C-.;....n:'

Funds Disbursed to Date
Funds to be Recovered frem Applicant:

1348605

INTERNAl. CONNECT IONS

143018592

Integrity Communications
N/A

7653823
141503
$70, H9. 94
$70,149.94
SO.OO
S49,104.96
$49,104.96

Atter • thoro~qh investigatior., 1~ hal been dete~ined that thl~ funcinq
commitment ~t be rescinded in full. During the court. of the audit it was
deter.min.c that the applicant tailed to comply vith the Fees competitive ciddin;
r.~ir...ntl. The Applicant did not advertls. in a local paper when and where
sutmitted bid.. would be received aDd opened. Nor cUd the applicant qat board
approval for the Internal connections services. Acccrdinq to the Fecs competitive
biddln9 requirementa, Applicants are required to follow State and local
procur.-.nt requirements. Sir.ce ~e Applic.nt failed to comply with the
competitive biadin9 requirements. the commitment has been rescinded in f~ll and
USAC vil: seek recevery ot any disbursed funds from the applicant.

1:/::'L/2C~O



Fun4inq RequeSt Nuaber:

Service. Ordered:
SPIN:

Service Provider N~:
Con~r.ct Nuaber:

Billing Account Number:

Site IQentlt1er:
Original Funcl1nq CoaIitJDent:

CoaIitMnt Adjustlllent AIllOunt:

Adjusted Funcl1nq Coalitment:

Funds DIsbursed to Date
Funds to be Ilec""ered frca lIppllcant:

1348638

INTERNAL COIINECTIONS

143018592

Integrity communications
NIA

7653823

141503

.449.870.83

.449.870.83

.0.00

$441.669.16
5Hl.669.16

Ar~.r a tborouqh inv••~19&tion, it has been determined that this funding
cammi~t muat be rescinded in full. Durinq the course of the aud~t it wa,
determined that the applicant failed to comply with the FCC! competitive bidding
requ1r...ct.. The Applicant did not adverti•• in a local paper when and where
sutEitted bids would be received .and opened. Nor d.id t!w applicant get board
approval for the Internel COnnections ••rvices. Accordinq to the fees competitive
biddinq requir...nts, Applicants are required to follow state and local
procurement requirement.. Siece the Applican: failed to ~omply wi~h the
competitive bidding requirement., the commitment has been rescinded in f~ll and
~SAC will se.k r.~ove=y of any disbursed f~ fram the applicant.

1:;:2/2'::::
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REPORT ON COMPLIANCE

Universal Service Administrative Company (USAC)
Zapata County Independent School District

(Beneficiary Number 141503)
For Selected Disbursements by USAC

During the Fiscal Year Ended June 30, 2008

Ern\t & Voun(J t l. P
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Report ofindependent Accountants

zapata County Independent School District
Universal Service Administrative Company
Federal Communications Commission

Erns.t & YounQ LlP
'_",: J '--.1'.1 :'-;111 '>1 I".'1
;".,I'lfl-_,;II_.'.l,I!'•• ,,'-'1 ! "t

T,;>I t , ." 1 ; ".... "'.1 ~ ,
;1' • 1 :11 ,~, ,';J';'~.t

We have examined zapata County Independent School District's (the ~District's") (Beneficiary
Number 141503) compliance with 47 CFR Part 54 and relevant Federal Communications
Commission ("FCC") Orders identified in the accompanying Attachment 1 and Universal
Service Administrative Company ("USAC") implementing procedures, as applicable,
(collectively, the "Rules") related to specific support payments of $748,005.38 disbursed from
the Universal Service Fund under the Schools and Libraries Support Mechanism during the fiscal
yeu ended June 30, 2008, relative to Funding Yeus 2005, 2006, and 2007 as listed in
Attachment 2. Management is responsible for the District's compliance with those Rules. Our
responsibility is to express an opinion on the District's compliance based on our examination.

Except as discussed in the following paragraphs, our examination was conducted in accordance
with attestation standuds established by the American Institute of Certified Public Accountants
and standuds applicable to attestation engagements contained in Government Auditing
Slandords, issued by the Comptroller General of the United States and, accordingly, included
examining, on a test basis, evidence about the District's compliance with those Rules and
performing such other procedures as we considered necessary in the circumstances. We believe
our examination provides a reasonable basis for our opinion. Our examination does not provide a
legal determination on the District's compliance with specified Rules.

We were unable to obtain sufficient documentation from service providers supporting
compliance with 47 CFR §S4.S00 (b), 47 CFR §54.S02, 47 CFR §S4.S04 (b) (2) (iii), 47 CFR
§S4.S04 (b) (2) (v), 47 CFR §S4.504 (c) (I) (vii), 47 CFR §S4.504 (t), 47 CFR §S4.50S (a), 47
CFR §S4.S 13 (c), and 47 CFR §S4.S23 (eligible services) related to the invoices listed in
Attachment S, nor were we able to satisfY ourselves as to the compliance with those rules for
those invoices by other auditing procedures.

We were unable to obtain sufficient documentation from the District supporting compliance with
47 CFR §S4.S00 (b), 47 CFR §S4.502, 47 CFR §S4.504 (b) (2) (iii), 47 CFR §S4.S04 (b) (2) (v),
47 CFR §S4.S04 (c) (1) (vii), 47 CFR §S4.504 (t), 47 CFR §S4.S0S (a), 47 CFR §S4.5 13 (c), and
47 CFR §S4.523 (eligible services) related to the invoices listed in SL2008BE074JOS, nor were
we able to satisfY ourselves as to the compliance with those rules for those invoices by other
auditing procedures.
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We were unable to obtain sufficient documentation from the District supporting compliance with
FCC Order 00-167. Paragraph 10. related to Funding Request Numbers listed in
SUOO8BE074_F03 (competitive bidding), nor were we able to satisfY ourselves as to the
compliance with that rules for those FRNs by other auditing procedures.

Our examination disclosed material noncompliance with respect to document retention matters
applicable to the District relative to the specific support payments listed in Attachment 2.
disbursed from the Universal Service Fund under the Schools and Libraries Support Mechanism
during the fiscal year ended June 30. 2008. Detailed information relative to the material
noncompliance is described in Findings SU008BE074_FOI through SL2008BE074_F07 in
Attachment 3.

In our opinion. because of the effect of the material noncompliance described in the sixth
paragraph. the District has not complied with the aforementioned Rules relative to the specific
support payments disbursed from the Universal Service Fund under the Schools and Libraries
Support Mechanism during the fiscal year ended June 30, 2008 as listed in Attachment 2.

flt/emlll CO/ftrol ow, CompIiIurce
The management of the District is responsible for establishing and maintaining effective internal
control over compliance with the Rules. In planning and performing our examination, we
considered the District's internal control over compliance with the Rules that could have a direct
and material effect on compliance with the Rules in order to determine our examination
procedures for the purpose of expressing our opinion on compliance. but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly. we
do not express an opinion on the effectiveness of the District's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identifY all deficiencies in the entity's internal
control that might be significant deficiencies or material weaknesses as defined below. However.
as discussed below, we identified significant deficiencies in internal control over compliance that
we consider to be material weaknesses.

A cortlro[ deficiency in an entity's internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions. to prevent or detect noncompliance with a type of
compliance requirement on a timely basis. A significant deficiency is a control deficiency. or
combination of control deficiencies. that adversely affects the entity's ability to administer a
program such that there is a more than a remote likelihood that noncompliance with a type of
compl iance requirement that is more than inconsequential will not be prevented or detected by
the entity's internal control. We consider the deficiencies in internal control over compliance,
SUOO8BE074_FOI through SUOO8BE074_F07 and SL2008BE074_COl. described in Attachment 3
to be significant deficiencies.

-- --------------------------------
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A material weaJcness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement will not be prevented or detected by the entity's internal controls. We consider the
signiflC8llt deficiencies in internal control over compliance listed in the previous paragraph,
SL2008BE074_FOI through SL2008BE074_F07 and SL2008BE074_COl, to be material weaknesses.

The District's responses to the findings and comments identified in Attachment 3 to this report
are described in Attachment 4. We did not perform an examination of the District's responses
and accordingly, we express no opinion on them.

This report is intended solely for the information and use of the District, the USAC, and the
FCC, and is not intended to be and should not be used by anyone other than these specified
parties.

October 5, 2009



Attachmeat I to Report of IDdepeDdeat AecoaDtaDts
Zapata CHDfy IDdepeadeDt Sellool Distriet

47 CFR Part S4ud Relevaat Fedenl Com•••icatioDs CommissioD Orders
with wllieh Compliance was EumiDed. As Applicable

Section 54.500 (b) which was effective as of July 21. 2003
Section 54.50 I (b). as revised, which was originally effective as ofJuly 17, 1997
Section 54.502, as revised, which was originally effective as ofJuly 17, 1997
Section 54.503, as revised, which was originally effective as of July 17, 1997
Section 54.504 (a) which was effective as of February 12, 1997, with clarification included in

FCC Order 03·313, par 39 & 56, which was issued December 8, 2003
Section 54.504 (b) (I). as revised, which was originally effective as ofJuly 17, 1997
Section 54.504 (b) (2), as revised, which was originally effective as ofJuly 17, 1997
Section 54.504 (b)(2)(i) as revised, which was originally effective as of February 12, 1998
Section 54.504 (b) (2) (iii). which was effective as ofOctober 13,2004
Section 54.504 (b) (2) (iv), which was effective as of October 13,2004 which superseded

Section 54.504 (b)(2)(ii) which was effective as ofFebruary 12, 1998;
Section 54.504 (b) (2) (v) which was effective as ofOctober 13,2004
Section 54.504 (b) (2) (vi) which was effective as of October 13,2004
Section 54.504 (b) (4)' which was effective as of January I, 1999
Section 54.504 (c) which was effective as of February 12, 1998, with clarification included in

FCC Order 04-190, pIIf 48, which was issued August 13, 2004
Section 54.504 (c)(l)(vii) which was effective as ofOctober 13,2004
Section 54.504 (c) (I) (x) which was effective as ofOctober 13,2004
Section 54.504 (f) which were effective as of March II, 2004
Section 54.504 which was effective from July 17, 1997, with confirmation of earlier

administrative practices included in FCC Order 03·313, paragraph 60, that confinned
earlier administrative practices, which was issued on December 8, 2003, and codified in
Section 54.504 (g) which was effective as of March II, 2004

Section 54.504 which was effective from July 17, 1997, with confirmation of earlier
administrative practices included in FCC Order 03·313, paragraph 60, that confirmed
earlier administrative practices, which was issued on December 8, 2003, and codified in
Section 54.523, which was effective as of March II, 2004

Section 54.505 (a) which was effective as of July 17, 1997
Section 54.505 (bi which was effective as ofJuly 17, 1997
Section 54.505 (c), as revised, which was originally effective as ofJuly 17. 1997
Section 54.506 (a), as revised, which was originally effective as of February 12. 1998
Section 54.506 (b) which was effective as ofOctober 13,2004
Section 54.507 (d), as revised, which was effective as ofJuly 17. 1997

I Section S4.S04 (bl (41 ink.pteted In mean 'After posting on the AdminiSlllllo~s website an eligible schoors.
library's, or consonium's FCC Fonn 470, 1hol enlity shall !ben wail at leasl fuur weeks fiom the date on which its
description ofservi<:es is posted on the Administrator's website befure making commitments with the selected

r:...~~="6",.petitionBureau memorandum with the subject The E-1IDIe l'rograIII and Appar<nl
ViolatiOlU ofUSDA NSLP 1IJdes daled Febroary 2S, 200S fiom Jefliey J. Carlisle. Chief, Wireline Competition
Bureau, In Walker Feaster,lnspedOr General, summary reports of National School Lunch Program data may be
relied upon In support the po¥erly rate compulation.

4



Attacltment I to Report of IDdepetldeat ~DDtaatll (contiDued)
Zapata CCMlnty Independst School District

Section 54.508 (a) which was effective as of October 13, 2004
Section 54.508 (c) which was effective as of October 13,2004
Section 54.511 (a) which was effective as ofJuly 21, 2003
Section 54.513 (c) which was effective March 11,2004
Section 54.514 (b), as revised, which was originally effective as ofJuly 21,2003
Section 54.516 (a) (I)l which was effective as ofOclOber 13,2004
Section 54.520 (c) which was effective as of April 20, 2001
Section 54.523 which was effective as of March II, 2004, clarified in FCC Order 04·190.

paragraph 24 which was issued August 13, 2004
FCC order 00-167, paragraph 10 which was issued on May 23, 2000

J Per FCC Wi",line Competition B....... IIIOIIIOI1IIldum with the subject TIoe E-Role Program and Appar.1II
VioiolitJIU ofUSDA NSLP Ibtks daIed February 25. 2005 liom Jefli'ey J. Carlisle, Chief. Wi",line Competition
Bureau, to W"er Feaster. laspector Genaal. sumllllllY rqJOr1S ofNational School Lunch Program daIa may be
relied upon to suppon !be po.my rate oompuIaIion.
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AttaebmeBt 2 to Report of IBdepeodeDt AerouBtants
zapllta County Independeat &:11001 District

StIpport hymeats Disbtlned from the VBivenal Service FaBd
BBder tile SdIoo1s and Libraries Support Meebaaism

Danag tile Fiscal Year EDded JUDe 30, 2008

FuDding
Request
Number

1348366

1348407
1348466
1348542
1348578

1348605
1348638
1348663
1468705
1470084
1470312
1517632
1517636
1524732

FundiRg
Year

2005

2005
2005
2005
2005

2005
2005
2005
2006
2006
2006
2007
2007
2007

Type of Service

Internal Connections
Internal Connections
Intemal Connections
Intemal Connections
Intemal Connections
Intemal Connections
Intemal Connections
Intemal Connections
Telecommunications
Telecommunications
Telecommunications

Internet Access
Internet Access

Telecommunications
Total

6

Amount
Disbuned

$ 35,404.64

20.402.20
10,909.87
10,909.87
47,041.30
49,104.96
24,605.06

328,267.34
42,461.40

10.064.72
17,605.32
30,750.05
78,017.25
42.461.40

$748.005,38


